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REMARKS 

Applicants respectfully request reconsideration of this Patent 
Application, particularly in view of the above Supplemental Amendment and the 
following remarks. No additional claim fee is required for this Amendment as the 
number of independent claims has not changed, and the total number of claims is 
not more than twenty. 

Amendment to the Claims 

Claim 1 has been replaced with new independent Claim 2L The 
preambles of Claims 2-11 have been amended in view of new Claim 2L Claims 3, 
5, and 8 have been amended for consistency of terminology. Support for new 
Claim 21 can be found in Claim 1 and at page 10, lines 3-11. No new matter has 
been added to the claims by this Amendment. 

Telephone Interview Summary 

Applicants thank Examiners Chandler and Patel for their time and 
courtesies extended during a telephone interview on 08 February 2008. 
Limitations of Claim 1 were discussed. The Examiner requested a new claim that 
better represented the connection of the method steps, and to point to where in the 
specification each limitation finds support* Applicants do not disagree with the 
comments in the Interview Summary mailed 14 February 2008 . 
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Comments on New Claim 21 
New Claim 21 has been added to provide interrelationship between 
the claim limitations. Support for these limitations can be found at page 10, lines 
3-1 L The steps of the method are performed by a data processor, and the method 
results in the useful, concrete and tangible result of outputting a value of an option. 
As discussed in the last paragraph on page 10, option pricing 
provides a non-smooth integrand, and the present invention allows for using only 
the smooth parts of the non-smooth integrand to obtain the value of the option. As 
recited in Claim 21, the multivariate integration domain is determined by 
discontinuities of the multivariate integrand, which provides the smooth parts of 
the non-smooth integrand, as discussed at the last lines of page 10. The next step 
of Claim 21 applies a sparse grid method to determine integration points and 
integration weights, which are then used to provide a plurality of integrand values 
(which represent values from the smooth parts of the non-smooth integrand). By 
combining the integrand values, thus providing a full integral from the sum of the 
partial integrals as discussed at lines 1-5 of page 11, an expectation is determined 
that allows for determining a value of the option. 

As previously discussed, Applicants' claimed invention provides a 
[ method of using a sparse grid method for options which have non-smooth 

integrands. Applicants' claimed invention provides an integration domain formed 
from the smooth parts of the original non-smooth integrand. The combination of 
the prior art references, and particularly Gerstner and Griebel, does not teach or 
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reasonably/predicatively suggest determining a value of an option in this manner. 
Furthermore, decomposition of the integration domain by zero finding together 
with sparse grids according to Claim 3 is not disclosed in Gerstner and Griebel. 

Conclusion 

If the Examiner detects any issue for which the Examiner requires 
further information, the Examiner is invited to call the undersigned. 

Applicants sincerely believe that this Patent Application is now in 
condition for allowance and, thus, respectfully request early allowance. 

Respectfully submitted, 



Pauley Petersen & Erickson 
2800 West Higgins Road, Suite 365 
Hoffman Estates, Illinois 60169 
(847) 490-1400 
FAX (847) 490-1403 




Mark D. Swanson 
Registration No. 48,498 
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